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DEPARTMENT OF TRANSPORTATION
OBLIGATED AND UNOBLIGATED BALANCES FY 2000-2005
IN MILLIONS OF DOLLARS

FY 2005 FY 2004 FY 2003 FY 2002 FY 2001 FY 2000
MODE/ACCOUNT UNOBL OBL BAL UNOBL OBL BAL UNOBL OBL BAL UNOBL OBL BAL UNOBL OBL BAL UNOBL OBL BAL
OST
Salaries & Expenses 1 4 0 44 0 41 10 12 1 5 1 22
Office of Civil Rights 0 3 0 3 0 3 0 2 0 2 0 1
Minority Business Outreach 8 3 0 4 1 4 2 2 1 3 0 3
New DOT Headquarters Building 24 42 0 0 0 0 0 0 0 0 0 0
Rental Payments 0 0 0 0 0 0 0 0 0 0 1 0
Compensation for Air Carriers 72 0 279 0 278 0 450 0 2,672 0 0 0
Transportation Planning, R & D 9 24 5 35 9 14 3 9 1 3 2 3
Essential Air SvCc 1 a4 2 41 7 33 1 19 0 21 2 18
Working Capital Fund / Transportation Admin Src Ctr 0 55 0 37 0 -8 0 12 18 -43 23 111
MBRC Program 0 2 0 1 0 0 0 0 0 1 0 5
Payments to Air Carriers (TF) 5 15 0 16 0 13 11 19 0 1 0 6
FAA
Operations 2 801 12 905 22 667 27 695 128 854 0 110
Aviation User Fees 1 0 0 0 77 20 57 0 30 0 0 0
Aviation Insurance Revolving Fund 563 6 399 5 218 5 102 5 88 0 79 0
Administrative Services Franchise Fund 95 27 73 136 79 92 57 71 26 49 3 5
Grants-in-Aid for Airports 0 2 0 0 0 0 0 0 0 0 0 0
Grants-in-Aid for Airports (TF) 483 6,059 285 6,094 9 5,682 1 4,993 302 4,378 903 3,200
Facilities & Equipment (TF) 869 1,738 957 1,672 604 1,953 476 1,989 483 1,751 234 1,620
Research, Engineering & Development (TF) 19 158 19 174 17 193 16 206 14 162 13 144
Operations (TF) 0 4 0 7 0 28 69 75 0 76 23 717
FHWA
Miscellaneous Appropriations (GF) 138 511 165 693 197 792 247 792 192 728 203 170
Applachian Dvlpmt Highway System (GF) 195 190 194 225 210 176 107 131 7 94 23 161
State Infrastructure Banks 0 4 0 5 0 10 1 16 5 20 4 25
Ellsworth Housing Settlement 0 0 0 0 0 0 0 2 0 0 0 3
Right-of-Way Revolving Fund Liquidating Account (TF) 3 9 0 10 0 10 0 14 0 21 0 33
Federal-Aid Highways (TF) 34,379 43,690 31,579 41,777 21,806 42,018 24,346 40,411 27,653 38,689 24,114 36,564
Applachian Dvlipmt Highway System (TF) 3 9 4 24 3 70 1 165 60 185 0 0
Highway Related Safety Grants (TF) 0 1 0 1 0 1 0 1 0 1 0 1
Miscellaneous Trust Funds 72 155 178 65 43 151 60 111 59 27 51 33

Miscellaneous Highway Trust Funds (TF) 356 387 421 519 530 616 589 527 825 415 23 83
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DEPARTMENT OF TRANSPORTATION
OBLIGATED AND UNOBLIGATED BALANCES FY 2000-2005
IN MILLIONS OF DOLLARS

FY 2005 FY 2004 FY 2003 FY 2002 FY 2001 FY 2000
MODE/ACCOUNT UNOBL OBL BAL UNOBL OBL BAL UNOBL OBL BAL UNOBL OBL BAL UNOBL OBL BAL UNOBL OBL BAL
FMCSA
Motor Carrier Safety 32 167 19 99 14 64 5 36 8 34 2 18
National Motor Carrier Safety Program 3 208 4 199 4 200 3 180 3 138 2 85
Border Enforcement Program (TF) 0 13 0 17 0 27 0 37 0 0 0 0
NHTSA
Operations and Research 1 44 4 60 12 125 19 121 26 86 14 64
National Driver Register (TF) 10 186 6 98 5 81 1 60 1 71 2 84
Highway Traffic Safety Grants (TF) 4 258 4 252 0 237 0 224 0 231 0 225
FRA
Safety and Operations 10 28 8 20 5 27 6 25 5 24 6 17
Railroad R&D 9 50 4 43 3 43 4 38 6 33 5 30
Rhode Island Rail Development 0 0 0 0 0 14 0 28 0 35 10 14
Pennsylvania Station Redev. Project 60 0 60 0 60 0 40 0 20 0 0 0
Alaska Railroad Rehabilitation 0 0 0 27 0 23 0 21 0 42 0 40
West Virginai Rail Project 0 0 0 1 0 4 2 9 12 3 0 0
Grants to Amtrak 4 33 24 28 24 92 24 50 312 1 343 3
Next Generation High Speed Rail 18 53 12 60 14 56 9 54 6 61 2 60
Northeast Corridor Improvement Project 4 2 4 15 4 15 3 15 3 15 3 16
Emergency Railroad Rehabilitation and Repair 0 0 0 0 0 0 0 1 0 1 0 4
Local Rail Freight Assistance 0 0 0 0 0 0 1 0 1 0 1 1
Conrail Commuter Transition Assistance 0 0 0 0 0 0 0 0 0 1 0 3
Trust Fund Share of Next Gen. High-Speed Rail (TF) 0 0 0 0 0 0 0 0 0 0 0 2
FTA
Administrative Expenses 0 14 0 13 0 13 0 18 0 10 0 9
Formula Grants 2,542 6,177 2,067 6,300 1,554 6,797 1,322 6,650 1,327 6,338 1,294 5,931
University Transportation Research 9 10 6 12 6 13 0 11 0 13 0 10
Transit Planning & Research 80 237 68 243 40 262 34 268 25 281 35 247
Job Access and Reverse Commute Grants 123 190 128 164 114 160 145 109 91 104 76 58
Capital Investment Grants 2,870 7,427 3,239 7,072 5,874 4,032 3,092 3,562 1,213 3,056 1,006 2,471
Research, Training and Human Resources 0 1 0 1 0 1 0 1 0 3 1 4
Interstate Transfer Grants 0 4 0 6 0 10 7 -8 6 0 7 2
Washington Metropolitan Area Transit Authority 0 7 1 9 1 21 1 32 1 121 0 237
Misc. Expired Accounts 0 1 0 1 0 1 1 0 1 0 1 1
Discretionary Grants (TF) 28 196 45 297 55 448 a7 749 48 1,243 66 1,947
Formula and Bus Grants (TF) 29 0 0 0 0 0 0 0 0 0 0 0

Trust Fund Share of Expenses (TF) 0 0 29 0 29 0 29 0 29 0 18 0
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DEPARTMENT OF TRANSPORTATION
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IN MILLIONS OF DOLLARS

FY 2005 FY 2004 FY 2003 FY 2002 FY 2001 FY 2000
MODE/ACCOUNT UNOBL OBL BAL UNOBL OBL BAL UNOBL OBL BAL UNOBL OBL BAL UNOBL OBL BAL UNOBL OBL BAL

SLSDC

Saint Lawrence Seaway Development Corp. (PEF) 14 6 15 4 15 3 14 3 14 3 13 3

Operations & Maintenance (HMTF) 0 0 0 0 0 0 0 0 0 0 0 0
PHMSA/RSPA

Research & Special Programs 2 25 2 27 2 19 56 25 1 17 1 76

Hazardous Materials Safety 0 0 0 0 0 0 0 0 0 0 0 0

Administrative Expenses 0 0 0 0 0 0 0 0 0 0 0 0

Pipeline Safety (OSLTF) 14 38 17 34 17 30 3 47 7 31 4 18

Emergency Preparedness Grants (EP Fund) 0 22 0 22 0 21 0 22 20 21 14 19

Trust Fund Share of Pipeline Safety (OSLTF) 9 0 8 1 7 1 3 1 1 1 0 1
RITA

Research & Development 1 -3 0 0 0 0 0 0 0 0 0 0

Working Cap. Fund, Volpe Nat'l Transp. Sys. Center 145 -95 178 -112 182 -113 174 -111 158 -96 154 105
OIG

Salaries and Expenses 0 8 0 7 0 10 0 10 0 6 0 4
STB

Salaries and Expenses 0 4 1 3 1 3 1 6 1 5 1 3
MARAD

Operations and Training 11 51 3 36 7 31 7 23 4 25 1 40

Ship Disposal 12 16 8 12 5 6 0 0 0 0 0 0

Maritime Security Program (Defense, F054) 1 11 3 9 3 9 3 8 1 8 0 8

Ship Construction 2 0 2 0 4 0 2 0 4 0 2 0

Operating-Differential Subsidies 0 14 0 14 141 14 125 32 125 37 125 45

Ocean Freight Differential 0 0 0 1 0 1 164 0 113 134 52 0

Ready Reserve Force 3 1 3 2 3 3 4 6 10 6 15 4

Vessel Operations Revolving Fund 13 82 9 74 5 28 8 39 68 65 22 196

War Risk Insurance Revolving Fund 41 0 39 0 37 0 36 0 34 -1 32 0
TOTAL 43,402 69,429 40,592 67,664 32,357 65,416 32,028 62,681 36,852 61,425 30,060 56,639

NOTE: Items in red are grant accounts.
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Good afternoon. Thank you for the opportunity to appear before you today to discuss
the treatment of unobligated balances by the Department of Transportation (DOT) and how
they affect the Department’s budgeting and programming process. To put this discussion
into context, | would like to briefly describe the Department’s programs that are funded with
the resources provided by the Congress.

The President’s fiscal year (FY) 2007 budget request for the Department totals
$65.6 billion in budgetary resources to support major investments in transportation
nationwide that are vital to the health of our Nation’s economy and the American way of life.
This includes over $41 billion for highway infrastructure investment and for highway safety
programs. An additional $8.7 billion has been requested for Federal transit grant programs
that when combined with state and local funding will be used, among other things, to
construct new fixed guideway and non-fixed guideway transit projects, purchase bus and
transit railcars, and replace, rehabilitate and refurbish existing transit systems. Over
$13.6 billion has been requested to build, maintain, and operate the Nation’s air traffic
control system; oversee commercial and general aviation safety through regulation and
inspection; and improve the capacity and safety of airports. Combined, these investments
account for over 95 percent of the Department’s FY 2007 budget request.

Typically Federal operating programs — such as those that fund the salaries and
expenses of railroad safety inspectors — are funded year-by-year through the annual
appropriations process and these funding resources are outlayed during the same fiscal year.
At DOT such programs constitute a very small portion of our total budget. Instead, the
majority of the Department of Transportation’s program dollars support major capital
investment projects — like highway, transit, and airport construction — that generally take
several years to complete. As a result, funding for these programs also needs to be available
over multiple years and linked to the project’s overall construction cycle. As infrastructure
projects progress, the specific funds linked to the project are obligated as they are needed to
complete construction phases. Because this often happens over a long period of time, a
sizable portion of each year’s funding is likely to remain unobligated and unexpended for
several years.



For the Federal-aid Highway Program, the primary reason for large unobligated
balances is the application of statutory budgetary controls known as obligation limitations.
These limitations, set in the annual appropriation process control the use of contract authority
authorized in the multi-year highway authorization acts. Typically, the limitation on
obligations is lower than the amount of new contract authority each year, so a portion of the
contract authority is at least temporarily unavailable for obligation. At the end of fiscal year
2005, $23 billion of the $34.4 billion in Federal-aid Highway Program unobligated balances
reflected the cumulative effect of annual obligation limitations. This explains why the
Department of Transportation had an unobligated balance of over $43 billion at the end of
FY 2005, with approximately $34.4 billion of these unobligated balances attributed to the
Federal-Aid Highway program alone. A table that shows the unobligated balances for the
Department at the end of FY 2000 through FY 2005 is attached.

The unobligated balances that result from the slow spending patterns of capital
infrastructure projects typically cannot be directed to other funding needs. Congress has
given the Department limited flexibility in shifting funds from one purpose to other purposes
within an agency. Title 31 of the United States Code, Section 1301 — known as the “purpose
statute” — states that:

« Appropriations are to be applied only to the objects for which the appropriations
have been made, except as otherwise provided by law;

« Reappropriation and the diversion of the unexpended balance of an
appropriation for a purpose other than that for which the appropriation
originally was made is accounted for as a new appropriation; and,

o Arregular annual appropriation is not available for more than one year unless the
law in which the appropriation appears expressly provides an availability of
more than one year.

These restrictions ensure that funding provided continues to support its original purpose.

In addition to the “purpose statute,” the Department is subject to the
reprogramming provisions included in our annual appropriations act. Section 710 of the
Transportation, Treasury, Housing and Urban Development, the Judiciary, the District of
Columbia, and Independent Agencies Appropriations Act, 2006 (Public Law 109-115)
requires a reprogramming action when funds are to be shifted that would, among other
things:

o Create a new program;

« Eliminate a program, project or activity;

o Increase funds or personnel for a program, project, or activity for which funds
have been denied or restricted by the Congress;

o Result in funds directed for a specific activity by either the House or Senate
Committees on Appropriations to be used for a different purpose;

o Augment existing programs, projects, or activities in excess of $5,000,000 or 10
percent, whichever is less;



» Reduce existing programs, projects, or activities by $5,000,000 or 10 percent,
whichever is less; or

« Create, reorganize, or restructure a branch, division, office, bureau, board,
commission, agency, administration, or department different from the
Congressional budget justifications or the table accompanying the Statement of
the Managers accompanying the Department’s annual appropriations act,
whichever is more detailed.

For designated high-priority items of interest to the House and Senate Appropriations
Committees, as reflected in report language and on the reprogramming baseline reports that
the Department submits to the Appropriations Committees pursuant to Section 710, any
proposed change in funding (even if the change is below the “normal’ size thresholds)
requires notification to the Appropriations Committees.

There are a few exceptions to these rules that provide some limited flexibility to shift
funds to other programs. For example, the Secretary of Transportation is authorized to
transfer funds appropriated for any part of the Office of the Secretary (OST) to any other part
of the Office of the Secretary, provided that no appropriation for any office is increased or
decreased by more than 5 percent by all such transfers. The Federal Aviation
Administration (FAA) is authorized to transfer up to 2 percent of funds from any budget
activity funded within is Operations appropriation, excluding aviation regulation and
certification, to any other budget activity within Operations, provided that no budget activity
is increased or decreased by more than 2 percent. Finally, the Federal Transit
Administration’s Administrative Expenses appropriation is authorized to transfer funds
appropriated for an office of the Federal Transit Administration, provided that no
appropriation for an office is increased or decreased by more than a total of 5 percent by all
such transfers. Any OST, FAA or FTA transfers over these thresholds require formal
reprogramming notification. We have found these tools to be helpful in managing our
programs and in addressing small funding needs between programs.

In the Federal-aid Highway Program, there is considerable flexibility for States to
transfer their apportioned (formula) funds to other formula programs where they would be
more useful to the State. Similar flexibility does not exist for funds statutorily designated for
specific projects, except for the flexibility provided by the section 1603 of the “Safe,
Accountable, Flexible, Efficient Transportation Equity Act: A Legacy for Users”
(SAFETEA-LU). Section 1603 provides an exception for projects designated before fiscal
year 1991. Under this provision, funds remaining from a pre-1991 designation, either
unobligated or obligated on an inactive project, may be used instead by the State for any
project eligible under the Surface Transportation Program, the most flexible of the highway
formula programs.

The Congress has authorized another mechanism to use within the Federal Highway
Administration programs that we have found to be very effective. That process, known as
“August redistribution” is provided for in the Department’s annual appropriations acts and
allows for redistribution of obligation authority that expires that fiscal year. If that obligation
authority cannot be used by the end of the fiscal year due to schedule slippages, funding



changes etc., then it is made available to States that can obligate these additional amounts
before the end of the fiscal year. As a result, Federal-aid highway dollars are available to
support as many projects as possible within the envelope of resources in a given fiscal year.
Given the complex nature of Federal infrastructure projects and the timelines needed to
complete them, this redistribution process has been an effective approach for managing
highway transportation dollars wisely.

Finally Mr. Chairman, you asked me to address whether or not DOT’s unobligated
balances expire. In some cases unobligated balances do expire, based on the number of years
Congress has made the funds available in the Department’s annual appropriations act or in
authorizing statutes. Some of our programs have three-year availability and some have no
limit to availability. Unobligated balances that expire may stay within an account for up to
five additional years and can be used only to cover upward adjustments of prior-year
obligations. Generally, we adhere to the principle of “first-in-first-out” where our oldest
funds are used first. According to law, after the five-year period, the remaining unobligated
resources are returned to Treasury. For the Federal-aid Highway Program, funds must be
obligated within the period of availability. Funds that are obligated within the availability
period but not expended, and no longer required, may be recovered and reobligated pursuant
to 23 USC 118(d) and 31 USC 1301(a).

Thank you for the opportunity to appear before you today. | would be happy to

answer questions.
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